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Abstract 
 
Analysis of data from the 2008 Survey of Chinese Consumer Finance and Investor Education 
indicated that 30.0 % of the sample households held at least one credit card. Significant factors 
associated with the probability that an urban Chinese individual would hold a credit card 
included income, age, education, occupation, and awareness of credit card risks, default 
consequences, the credit system, and that late payments increase interest. 
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Introduction 
Credit cards, long a part of western consumer markets, have only recently become 
available to Chinese consumers as a payment mechanism. Worthington (2003) has observed that 
the history of the credit card in China is unique and distinctly different from that of western 
industrialized countries or even of near Asian neighbors of Japan, Hong Kong, or Korea. This 
fact makes it important to examine factors associated with adoption of the credit card by Chinese 
consumers. 
Recent and rapid changes in Chinese financial markets have facilitated entry of the credit 
card. Following World War II, China had a planned economy under Communist rule. Chinese 
financial markets were underdeveloped and cash was the main medium of exchange for 
consumer transactions. In the late 1970s, Chinese Communist leader Deng Xiaoping initiated a 
series of economic, political, social, and domestic changes during what he termed was a new era 
of Gaige Kaifang (reforms and openness) (Das 2009). Chinese leadership’s express goal was to 
develop a ‘‘socialist market economy’’ (DeCosta and Foo 2002). 
China’s financial sector presented challenges to achieving this goal, however. Evaluating 
results of China’s financial reforms during the 1980s and 1990s, DeCosta and Foo (2002) 
concluded that at the beginning of the 21st century China’s financial system was still ‘‘weak and 
inadequate,’’ noting ‘‘The planned distribution of economic resources, particularly credit, [was] 
contradictory with the structure and functions of a market economy’’ (p. 13). 
Introduction of the credit card in China involved domestic and foreign banks. The Bank 
of China, one of the four largest banks in China, offered the first credit cards in China in 1979, 
acting as an agent for non-Chinese banks such as Chase Manhattan Bank. In June 1985, the Bank 
of China issued the first domestic credit card named the Great Wall Card. Two years later, the 
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Bank of China joined the international credit card associations of Visa and Master- Card and 
issued the first internationally accepted Great Wall MasterCard in 1988 (Worthington 2003). 
Between 1987 and 1991, the remaining three of the four largest banks in China had each issued 
their own credit cards. The large debt burdens of the issuing banks coupled with no nationwide 
processing and settlement network or credit bureau constrained the features of these early credit 
cards. Most of these cards did not provide interest free periods or revolving credit. Banks 
typically required a security deposit or payment guarantee before issuing the card (Worthington 
2003). 
China had granted entry to foreign banks in the late 1970s as part of their financial 
reform. But, burdensome administrative and legal regulations created high barriers to entry, 
discouraging potential entrants and greatly restricting the growth and operations of the foreign 
banks that did enter. Two decades after foreign banks could enter China, only 190 foreign banks 
had established operations in China and their collective $41 billion in holdings represented only 
about 2 % of China’s total assets (Kynge 2002; Worthington 2003, 2005). 
When China joined the World Trade Organization (WTO) in 2001, the accession 
agreement mandated removal of restrictions on foreign bank operations by 2007. In 2002, 
Citibank was the first foreign bank that China’s central bank, the People’s Bank of China, 
allowed to engage in foreign currency transactions with Chinese citizens. But neither Citibank 
nor other foreign banks could offer services in domestic currency (Worthington 2003). Although 
this restriction was lifted in December 2006 (Worthington et al. 2007), limits on such things as 
bank location and services that could be offered by foreign banks remained. 
Relevant to the inception of the credit card market in China was the rule that foreign 
banks could open only one branch bank per year. In contrast, the four largest domestic banks in 
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China had a combined total of 120,000 branch banks throughout China and controlled about 70 
% of domestic bank assets (Worthington 2003). Issuing plastic payment cards in general and 
credit cards in particular gave foreign banks a means of reaching China’s potential 1.3 billion 
customers while bypassing the Chinese government’s restrictive rules for foreign branch bank 
operation (Worthington 2005). 
Initially, credit cards were marketed to high income, high wealth urban Chinese 
(Worthington et al. 2007). Subsequently, credit card offers were made to young adults, college 
students, and those with relatively lower income. Between 2004 and 2009, credit card take up in 
China grew an average of 40 % per year (China Internet Watch 2010). Master Card, Inc, the 
world’s second largest payment network, has forecast that through 2025 the number of Chinese 
credit cards will increase by 11 % per year and transaction value will increase by 14 % per year. 
By 2020, China is expected to overtake the US as the largest credit card market in the world with 
an expected 900 million credit cards in circulation (Bloomberg News 2010). 
Currently, little is known about credit card holders in China, especially from a consumer 
perspective (Liao et al. 2010). A few studies of credit card holders have been conducted to 
inform bank marketing efforts. In general, these studies have relied on small, convenience, and 
nonrandom samples. To address this gap in the literature, this study uses data from the 2008 
Survey of Chinese Consumer Finance and Investor Education to examine the characteristics and 
knowledge of Chinese consumers who do and do not hold a credit card. Findings from this study 
expand what is known about consumer adoption of credit cards in China. 
 
Literature Review 
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Characteristics of Credit Card Users 
Kaynak and Harcar (2001) noted that credit card companies issue their cards to a pre-
selected group of individuals. Thus, the demographics of credit card users by and large reflect 
card issuer policies and criteria. In the growth stages of a credit card market, card companies 
initially target those likely to have substantial repayment capacity and be seen as trendsetters. 
This group is typically well-educated, earning high income, and employed in occupations that 
are esteemed and offer opportunity for spending on business travel, meals, and entertainment. As 
that market segment becomes saturated, card issuers relax eligibility standards and reach out to 
other demographic groups such as those with low income or college students (Hayhoe et al. 
2000; Kaynak and Harcar 2001; Masuo et al. 2004; Xiao et al. 1993). 
Previous research has examined the relationship between credit card usage and gender, 
education, income, age, and ethnicity. Findings for gender have been somewhat inconclusive. In 
an early study of credit card users, White (1975) found that single males in the US were more 
likely to use credit cards than females. In contrast, analyzing data from a random sample drawn 
from a metropolitan area in the US, Adcock et al. (1977) determined that credit card users were 
more likely to be female. And, in a study of Turkish consumers, Kaynak et al. (1995) found no 
significant difference in card holders by gender. 
Education level of card holders can be an artifact of the stage of the credit card market in 
a given locale. Still, there does appear to be a positive relationship between education and credit 
card use. As previously noted, in the growth stage of the credit card market, the highly educated 
are courted as customers (Kaynak and Harcar 2001). This fact is affirmed in research by Danes 
and Hira (1990) who found a significant and positive relationship between degree of credit card 
use and respondent level of higher education and knowledge of consumer credit. As this 
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preferred market became saturated, credit card issuers began to market cards to riskier groups in 
terms of repayment potential, including those with relatively low income and education and 
college students (Kaynak and Harcar 2001). 
Income has generally been found to have a positive relationship with credit card use 
(Adcock et al. 1977; Wang et al. 2011; Wasberg et al. 1992). However, as credit card issuers 
have reached out to a broader demographic, some researchers have found that lower income 
households use credit cards more than higher income families (Danes and Hira 1990). Credit 
cards can provide lower income households a line of credit that is either easier to access or lower 
cost than other potential sources of credit. 
Researchers that have surveyed individuals across the lifespan regarding credit card 
possession and use have generally found that middle-aged household heads were more likely to 
have and use credit cards. At older ages, however, credit card possession was relatively less 
frequent (Adcock et al. 1977). In a developing economy, however, the early adopters of credit 
cards are more likely to be young (Baek and Hong 2004; Kaynak et al. 1995). 
Credit Cards in China 
Relatively little research has been conducted on credit card use in China from a consumer 
perspective. Most existing research informs bank marketing efforts (Worthington 2003, 2005; 
Worthington et al. 2007). For example, to learn more about the characteristics and behavior of 
their credit card holders, the Bank of China mailed a questionnaire to 10,000 customers holding 
their Great Wall credit card in 2000. They received 3,122 completed questionnaires. 
Although results were specific to Bank of China customers, the findings gave some 
insight into card holder characteristics (Worthington 2003, 2005; Worthington et al. 2007). 
Credit card holders were young (67 % of respondents were under age 35), highly educated (86 % 
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of respondents had at least a college education), and relatively affluent (70 % of respondents had 
a monthly income over 2,000 yuan [approximately $304 USD] and 37 % of respondents had an 
income over 3,500 yuan [approximately $532 USD]). Respondents worked in non-state owned 
business or foreign-owned companies. 
Convenience was the main reason given for card use. Cards were used for shopping (85 
%) or to avoid carrying a large amount of cash (76 %). Use of a card for hotel, restaurant, and 
entertainment expenses was common. Bank of China required outstanding balances to be paid in 
full at the end of the month. About a third of respondents wanted their card to have a line of 
credit. Other respondents complained that their cards did not have widespread acceptance. A 
card issued in one province might not be accepted in another province (Worthington 2003). 
Extending the Bank of China study, Worthington (2003) asked 20 credit card customers 
in-depth questions about attitude and use patterns. Respondents said they used their cards largely 
for safety and convenience. One card holder admitted to using his card to cover ‘‘extra 
expenses’’ if the daily cash allowance he received from his wife proved to be insufficient. 
Another respondent stated that using a card made him feel ‘‘fashionable,’’ suggesting that card 
use conveyed social prestige. 
Worthington et al. (2007) surveyed a convenience sample of close to 200 MBA students 
at a major university in China regarding possession and use of credit cards. They found that this 
group of ‘‘early adapters’’ as they termed them was comfortable with credit cards. Respondents 
tended to use their cards to pay for business travel and entertainment expenses. The researchers 
also found that the respondents were more likely to use credit cards than cash when making a 
relatively expensive purchase. 
Theoretical Framework 
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Credit card adoption in a developing country may be considered from more than one 
theoretical perspective, specifically economics and marketing. Lancaster’s model of consumer 
demand proposes that consumers do not demand a good, per se, but rather desire the various 
characteristics that good offers them (Lancaster 1966). This model provides a useful conceptual 
framework for study of credit card adoption and use. Participants in a recent interview of early 
credit card adopters in China listed several card features that were of interest to them 
(Worthington et al. 2011). Credit cards provide a convenient payment mechanism, especially for 
on-line purchases. Credit cards can be safer to carry than large amounts of cash. Monthly 
statements provide a record of transactions. Some cards offer use incentives such as purchase 
discounts or points that can be exchanged for goods or services. Credit card use is visible and can 
give users some degree of social status. 
Credit cards also offer payment flexibility. When credit card balances are paid in full 
each month, no interest charges are incurred. If a balance is carried forward, the credit card 
becomes an unsecured line of credit and interest accrues on the unpaid balance. Typically such 
debt is of relative short duration. Participants in Worthington et al.’s (2011) study enjoyed being 
able to make purchases when cash was not available. They acknowledged, however, if careful 
attention is not paid to the amount of credit used, overspending could occur. 
Existing studies of consumer credit use have typically drawn on the life cycle/permanent 
income hypothesis (LCH/PIH) from economics as a theoretical framework (see, for example, 
Kim and DeVaney 2001, Lyons and Hunt 2003; Lyons 2003). This hypothesis proposes that 
current household consumption is based on a fraction of households’ permanent income 
(Friedman 1957) or wealth (Ando and Modigliani 1963). Households are assumed to be able to 
estimate their consumption over the long run and to choose a smooth level of consumption over 
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their life time to maximize utility. Debt financing facilitates consumption smoothing. 
Households are expected to borrow when the household head is young, repay debt and save 
during mid-life and dissave during the retirement years. Thus, the LCH/PIH highlights the 
relationship between life cycle stage and demand for credit (Baek and Hong 2004). 
Modigliani and Cao (2004) used the LCH/PIH to explain the extremely high rate of 
savings in China despite the country’s relatively low and slow income growth. This work 
countered the long standing opinion among economists that the LCH/PIH only applied to 
developed market economies. Although China has made rapid progress toward a market 
economy, it is still considered a developing country (Worthington et al. 2007). 
Given China’s long-standing norms against holding debt, however, the LCH/PIH might 
not provide an adequate explanation of reasons for credit card adoption in this study. For card 
holders who do not carry a balance, the credit card is not a debt instrument. Rather, it becomes 
the functional equivalent to cash, a debit card, or a check. Therefore, it becomes helpful to also 
consider marketing theory as a means of explaining credit card adoption. 
Marketing theory highlights the importance of information and experience in the 
adoption of innovation. Wozniak (1987) describes adopting an innovation as a ‘‘reallocation 
decision made in response to disequilibria’’ that was created by changed opportunities and risks 
in the market (p. 102). Although Wozniak was referring to innovation in general, his observation 
has relevance to the introduction of a new payment mechanism in a developing market economy. 
Prior to introduction of plastic cards in general and credit cards in particular, Chinese 
consumers transacted business in cash, due both to underdeveloped capital markets and to 
centuries of Confucian teaching to shun debt (Evans 2008; Worthington 2005). The credit card 
brought technological innovation to the consumer payment market, creating new opportunities as 
	10 
	
well as uncertainties. Advantages such as convenience in making payments and reduced need to 
carry cash could entice credit card adoption. Conversely, uncertainty regarding the process and 
outcome of card use as well as a cultural aversion to debt could discourage adoption. 
Barker and Sekerkaya (1992) underscored the fact that credit card take up in developing 
countries differs markedly from that of developed markets. Developing countries lack 
technological infrastructure for credit card use such as ATMs or point of sale systems that both 
support and encourage credit card use. This fact tends to slow widespread distribution of credit 
cards. In addition, they noted: 
Use of the credit card requires the buyers to act in drastically new ways, change their way 
of thinking and modify their behaviour (sic) patterns radically in developing countries…. 
In an environment where cheque (sic) usage is rather limited, the credit card is both a 
prestigious novelty and a source of risk for the consumer… (Barker and Sekerkaya 1992: 
p. 28). 
Their observation echoes Wozniak’s comment regarding innovation. Before consumers can 
change thought and behavior, product information is needed. Thus, in this study consumer credit 
card knowledge is also considered as a factor influencing credit card take-up. 
 
Hypotheses 
The relationship between income and credit card holding in China is subject to two 
different and conflicting influences. The LCH/PIH suggests that, among households that use debt 
to smooth lifetime consumption, borrowing should occur when income is low and debt pay down 
should occur when income is high. Consequently, from an economic perspective income should 
have a negative effect on the likelihood of credit card ownership. 
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However, access to unsecured credit is only one aspect of credit card use and not one 
which all card carriers might choose to utilize, especially in a saving centric country such as 
China. Credit card companies initially market to the affluent, a group likely to be actively 
engaged in consumption, and be seen as the group to emulate. Thus, from a marketing 
perspective, income would be expected to be positively related to credit card ownership. 
In general, it would be expected that households with financial dependents, whether 
children or elders, and relatively large households would have more consumption needs. 
Therefore, these households are expected to be more likely to utilize credit cards to finance the 
correspondingly greater consumption needs. 
In a developing country such as China, credit cards represent an entirely new payment 
mechanism. Introduction of this payment mechanism during a transitional period in the financial 
market would mean that understanding of credit card characteristics by Chinese consumers 
would be quite limited. Younger people are expected to be more likely to be willing to adopt the 
new payment mechanism. Therefore, age is expected to have a negative relationship with 
probability of credit card ownership. It is also expected that willingness to replace the long-
standing practice of using cash with a credit card would be linked to gaining knowledge of credit 
card features. Consequently, it is hypothesized that having knowledge of salient credit card 
features would increase the likelihood of holding them. 
 
Empirical Methodology 
Data 
A research team at a major research university in China designed and conducted a 
national survey on Chinese consumer finance in 2008. Survey questions were similar to those 
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used in the US Survey of Consumer Finances and to the Acorn Marketing and Research 
Consultant’s Income and Expenditure Survey in Singapore. Given the prudent culture in China, 
survey respondents are generally quite circumspect in giving detailed personal information to 
anyone that they do not know. Therefore, most variables were structured as categorical in an 
attempt to reduce refusal to participate (Liao et al. 2010). 
The research team employed the probability proportional to size (PPS) without 
replacement method to select sample households. Based on their administrative division, cities 
can be divided into three types: (1) municipalities directly under the Central Government (mayor 
is equal in status to a governor of a province); (2) sub-provincial cities (mayor is equal in status 
to the vice-governor of a province); and (3) prefecture- level cities (administrative rank is 
between a province and a county). Two out of a total of four municipalities directly under the 
Central Government, five out of a total of 15 sub-provincial cities, and eight out of a total of 268 
cities at the prefecture level were selected. As a result, 15 cities, located in the East, Central, 
West, and Northeast part of China, were selected to reach a geographically representative sample 
of Chinese urban households. Households were randomly sampled from these cities. 
A ‘‘household’’ was defined as a single individual or a core couple and all other 
individuals living in the household that were financially interdependent. The respondent in each 
household was the person most knowledgeable about the household finances and the major 
household financial decision-maker. A random sample of 2,095 urban households from 15 cities 
participated in face-to-face interviews. Survey questions gathered information on household 
demographic characteristics, balance sheet and income and expense statement items, credit 
knowledge and management, retirement and estate plans. 
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The proportion of cities selected from each of the three levels varied (two out of four type 1 
cities, five out of 15 type 2 cities, and eight out of 268 type 3 cities). The number of sample 
households selected from each city also differed. As such, a weight variable was constructed and 
recommended by the research team to be used in the descriptive analyses so that the results from 
the analyses of the sample households would be representative of the total population of Chinese 
urban households (see Liao et al. 2010 for more details on the construction of this weight 
variable). 
Variables 
The dependent variable was whether the respondent owned at least one credit card (1 if 
yes, 0 otherwise). Independent variables were chosen from both economic and marketing 
theories and prior empirical research related to credit card take up and use. Demographic 
characteristics were used to identify life cycle stage. These characteristics included the 
household type, presence of financially dependent children and elders, and household size, all of 
which were categorical variables. Respondents were divided into three age groups: under 35 
(reference group), 35–50, and over 50, denoting young adult, mid-life and later life. Depending 
on the gender and marital status of the respondent, households were divided into three groups: a 
married couple, an unmarried male, or an unmarried female. Presence of financially dependent 
children or financially dependent elders (1 if yes, 0 otherwise) and household size (1 is the 
reference group, other categories are 2, 3, or 4 or more) were also included as independent 
variables to control for lifecycle stage. 
Education categories included less than high school (reference group), high school, some 
college or bachelor’s degree, and graduate degree. Occupation included government employees 
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(reference group), professionals, blue collar workers, self-employed individuals, freelance 
workers, and others (including those retired and not currently working). 
Economic characteristics included amount of household annual after-tax income, 
categories of net worth (lowest quartile is the reference group, other categories are second, third, 
and highest quartiles), and home ownership (1 if yes, 0 otherwise). Household annual after-tax 
income was a continuous variable. A log transformation was used in the empirical analysis to 
examine the effect of each additional percent of income on credit card holding. 
Credit card knowledge was assessed by respondent affirmation or denial of knowledge of 
credit card risk, consequences of defaulting on payments, the national credit system in China, 
penalty on a cash advance, and the fact that interest increases following a late payment (1 if yes, 
0 otherwise). 
Statistical Method 
To observe the percent distribution of credit card ownership in various age groups 
stratified by credit card knowledge, cross-tabulations of credit card ownership and knowledge 
related to credit cards for each of the three age groups were conducted. Percentage distributions 
were calculated to learn more about the reasons for holding a credit card and frequency of 
different types of use. Logistic regression analysis was used to determine the extent to which 
respondents’ knowledge of credit cards and household demographic and economic 
characteristics affect the likelihood that respondents will have a credit card. A p-value less than 
0.05 was interpreted as statistically significant. 
Households with missing values (24 cases) were excluded from this study. As a result, 
the total sample size was 2,071 for the descriptive and multivariate analyses. 
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Results 
Characteristics of Sample Households 
Considering the sample as a whole, the median age of respondents was between 35 and 
40. The median household size was 3. Most respondents (62.4 %) did not go to college. Annual 
household after-tax income ranged from 1,200 yuan (approximately $182 USD) to 1,500,000 
yuan (approximately $227,933 USD). The distribution of household after-tax income was highly 
skewed to the right with a mean of 62,632 yuan (approximately $9,527 USD), and a median of 
40,000 yuan (approximately $6,078 USD). Home ownership rate was 85.0 %. 
As shown in Table 1, a majority of respondents (70.1 %) did not have a credit card. 
Among respondents who had at least one credit card, most were younger than 35 (58.1 %). 
Credit card owners were more likely than those without a credit card to have knowledge related 
to credit cards. For example, 80.2 % of credit card owners were aware of the consequences of 
being in default on payments. In contrast, only 37.8 % of those with no credit card reported an 
awareness of such consequences. Those who had at least some college education were more 
likely to have a credit card than those with a lower education. Among credit card owners, 61.8 % 
had some college or more education. However, among those who did not have a credit card, 48.0 
% had graduated from high school and 24.6 % had less than a high school education. On 
average, credit card owners received higher after-tax income (90,451 yuan) than those without a 
credit card (50,833 yuan). 
In general, credit card ownership appears related to age. Among those who had at least 
one credit card, 58.1 % were under age 35 whereas 3.2 % were older than 50 (see Table 1). Since 
data are cross sectional, the age differences could be due to either generational differences or life 
cycle differences. 
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Knowledge related to credit cards by age and credit card ownership is detailed in Table 2. 
Those who had a credit card were generally more informed about credit card characteristics. For 
example, across the three age groups there were between 83.3 and 92.9 % of credit card holders 
that were aware of the general risk of using credit cards; whereas for those without a credit card, 
the percentages ranged from 33.7 to 55.2 %. 
Among those who had a card, the oldest age group was the most likely to report that they 
are very well aware of the general risks of using credit cards (40.0 vs. 25.3 % of the youngest age 
group and 34.2 % of the 35–50 age group, differences statistically significant at the .01 level). 
However, across the age groups for credit card holders there was no statistically significant 
difference in the awareness of other aspects of card use. It appears that the overwhelming 
majority of credit card holders were well informed on both general knowledge and details related 
to credit cards. 
Those who did not have a credit card were found to be much less conversant regarding 
credit card characteristics. Most of these respondents did not know there was a credit system, nor 
were they aware of the consequences of being in default or that there was a penalty for taking a 
cash advance. A significantly higher percentage of the oldest age group (66.3 %) reported being 
unaware of the general risk of using credit cards as compared with the younger groups (44.8 % 
for the\35 age group and 55.7 % for the 35–50 age group). The awareness of the consequences of 
being default on payments and the national credit system were also lower for the older age 
group. 
Among those who did not have a card, 72.0 % reported that they did not need to use 
credit cards (Table 3). Some non-owners (11.4 %) had concerns regarding the potential to 
overspend whereas others were concerned about safety issues (8.5 %) or found the application 
	17 
	
process too complicated (6.3 %). About half of credit card holders (48.5 %) had credit cards 
because this payment type was required for some purchases. A quarter of credit card holders 
(25.1 %) had credit cards because they could provide easy access to a loan. Bank promotion was 
the reason given by 23.5 % of the holders to have credit cards. Credit cards were mostly used for 
in-store purchases (52.7 %) rather than online purchases (9.4 %). Most credit card holders 
believed they had adequate credit (79.2 %) although a few reported that they had too much credit 
(3.9 %). However, 16.3 % of the holders reported a desire for more credit. Most credit card 
holders (71.9 %) were never late on credit card payments. Among those who were late, 5.8 % 
reported cash flow issues whereas others reported that they simply forgot to pay. Two-fifths of 
credit card holders (43.6 %) used cash to pay credit card balances; 30.5 % utilized automatic 
transfers; and 25.5 % manually transferred from a bank account on the due date. A little over half 
of credit card holders (54.9 %) paid the full balance and 27.0 % paid the minimum payments. 
Among credit holders, 69.8 % believed that using credit cards contributed to their overspending.  
Multivariate Results 
Income had a significant and positive effect on the likelihood of credit card ownership. A 
1 % increase in income increased the likelihood of having credit cards by 0.4 % (Table 4). This 
finding is not consistent with the LCH/PIH, but is consistent with the marketing practice of 
targeting those with high income for initial dispersal of credit cards in a given market. 
Our hypothesis on the effect of consumption needs was not supported. Household size 
and the presence of financial dependents did not significantly affect the likelihood of having a 
credit card. All else equal, the 35–50 age group was 65% as likely to own a credit card as the 
youngest age group, whereas the[50 group was only 19 % as likely. This result confirmed our 
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hypothesis that younger individuals would be more likely to be credit card adopters from having 
relatively greater openness to market innovation. 
The multivariate analysis focused on general credit card knowledge, in particular 
knowing consequences of default and how to establish a credit record. It was reasoned that it was 
not likely for those with no credit card experience to be aware of penalties for cash advance or an 
increase in interest charges after a late payment. 
Multivariate results indicate that credit card ownership is associated with general credit card 
information and experience in the adoption of innovation. Those who were well aware of the 
general risk of using credit cards were 
397 % more likely to own a credit card than those who were unaware of the risk. Those who 
were aware of the consequences of default were 170 % more likely to own a credit card than 
those who were unaware of the consequences. Respondents who reported knowledge of the 
national credit system were 77 % more likely to have a credit card as compared with those that 
did not have that knowledge. 
Education was found to be positively related to the probability of holding credit cards. 
Those with some college or a bachelor’s degree were 107 % more likely and graduate degree 
holders were 271 % more likely to have a credit card than those who did not complete high 
school. Occupation mattered. Blue collar workers, freelance workers and others were less likely 
to have a credit card than government employees. Separate logistic analyses with different 
occupation reference groups were conducted (results not reported here). Respondents in 
occupational categories not explicitly identified (the ‘‘others’’ category) were significantly less 
likely than the rest of the groups to have a credit card. 
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Wealth had a limited influence on credit card holding. Those with net worth in the 
highest quartile were 76% more likely than those with net worth levels in the lowest quartile to 
have a credit card. Home ownership, however, was not a significant factor. 
Discussion and Implications 
Recent introduction of the credit card in China creates interest in the characteristics of 
consumers who do and who do not adopt this payment option. This study uses a random sample 
of urban Chinese residents to gain some insight into those characteristics and extend application 
of economic and marketing theory to an international context. 
Income level was negatively related to credit card ownership. This result did not support 
the life cycle hypothesis, but did support the marketing perspective that credit card issuers target 
the relatively more affluent in initial credit card offerings. As expected, the relationship between 
age and likelihood of having credit cards was negative. This finding suggests that younger 
individuals are more open to adopting a credit card as a new payment system. 
Marketing theory posits that knowledge also facilitates adoption of a new technology. 
Consistent with this theory and, as hypothesized, having knowledge of general credit card 
characteristics was positively related to the likelihood of having credit cards. It should be noted, 
however, that it is not possible to determine causality with certainty using cross-sectional data. It 
could also be argued that knowledge of credit card characteristics is acquired via obtaining and 
using credit cards and interacting with the credit card market. 
Of some concern is the finding that, among those with credit cards, a substantial 
proportion reported they had no knowledge of critical credit card features. Across all age groups, 
around one in ten were not aware of credit card risk or of interest increases after a late payment. 
Close to one in five were not aware of the consequences of default or the penalty for a cash 
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advance. Over three in ten had no knowledge of the new national credit system. Not knowing or 
understanding these important credit card features can contribute to credit card mismanagement 
and consequent financial distress. 
A clear implication of this research is that the Chinese population needs information 
regarding the benefits and risks of credit financing. China is rapidly transitioning from a 
command to a market economy (Worthington et al. 2011). Consumer spending is increasing and 
consumer saving is decreasing. Total sales of consumer goods in China increased 14.8 % 
between 2009 and 2010 (Gang 2011). Between 2004 and 2011, the savings rate in China dropped 
from 26 to 12 % (China Internet Watch 2011). Credit Suisse, a global financial services 
company, expects that by 2020 China will overtake the US as the largest consumer market in the 
world (China Internet Watch 2011). 
Credit and debt are relatively new concepts to the Chinese culture (Chen 2004; 
Worthington et al. 2011). The ethos of buy now, pay later that is associated with the credit card 
defies centuries of Confucian teaching regarding thrift, avoidance of debt, and saving for the 
future. Thus, the credit card has introduced a way of life and a financial behavior that is 
antithetical to prevailing Chinese culture (Evans 2008; Worthington et al. 2011). 
Long accustomed to cash-only transactions, some consumers have found themselves ill-
prepared to manage consumer debt. In July 2009, concerned about rising credit delinquency, the 
China Banking Regulatory Commission demanded that banks not offer gifts to new credit card 
holders, set sales quotas or issue cards to persons under age 18 (Wei and Chien 2009). Despite 
these restrictions, in the first quarter of 2010, the People’s Bank of China reported that mainland 
Chinese credit card debt rose just over 14 % (China Briefing 2010). 
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Excessive debt loads can threaten the financial security of individuals and their families. 
Wei and Chien (2009) report a retiree cut up his adult son’s seven credit cards when he learned 
that his son had amassed credit card debt that he could not repay. The father used most of his life 
savings to reduce his son’s credit card bill by about half. Situations such as this underscore the 
critical importance of consumer credit education, especially as China’s vast population and credit 
card marketers are expected to make China the world’s largest credit card market by 2020, less 
than a decade from now. 
A clear limitation of this study is that it focused on urban households in China. Sun and 
Wu (2004) suggest that urban versus rural residence is a more meaningful classification, citing 
the distinct differences in the level of economic development and consumer sophistication in the 
two locales. The majority of Chinese population resides in rural areas. Future research is needed 
to compare the differences between rural and urban households in credit card ownership and 
usage, especially when the credit card industry is proliferating in China. During the credit take 
up process in the country, China still does not have the same degree of consumer protection in 
the credit markets as in the US. Future research is called for to help policy makers in China to 
design and provide such protection to consumers. 
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